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Direct Testimony of Maurice Brubaker 

1 Q  

2 A Maurice Brubaker. My business address is 1215 Fern Ridge Parkway, Suite 208, 

3 St. Louis, Missouri 63141-2000. 

PLEASE STATE YOUR NAME AND BUSINESS AD DRESS. 

4 Q WHAT IS YOUR OCCUPATION? 

5 A 

6 

I am a consultant in the field of public utility regulation and president of Brubaker & 

Associates, Inc. (BAI), energy, economic and regulatory consultants. 

7 Q PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 

8 A This information is included in Appendix A to my testimony. 

BRUBAKER & ASSCCIATES, JNC. 
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1 Q ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING? 

2 A I am appearing on behalf of the Illinois Industrial Energy Consumers (IIEC). IlEC 

3 members purchase substantial quantities of power from Central Illinois Light 

4 Company (CILCO or Company) and are eligible for delivery service. 

5 Q 

6 A 

7 

WHAT IS THE INTEREST OF IlEC IN THIS PROCEEDING? 

IlEC member companies participating in this proceeding would face substantial 

increases in the cost of delivery service should the proposals of CILCO be accepted. 

8 Q  

9 A  

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

IN WHAT RATE CATEGORIES ARE IlEC MEMBER COMPANIES SERVED? 

Referring to CILCO Exhibit 4.1, sponsored by Ms. Vickiren Bilsland, participating 

companies are eligible for delivery service under several different categories. 

First, these companies have all four of the accounts listed as "Rate 23 IS0 

Transmission", which constitutes almost 24% of total kWh throughput for CILCO. 

According to CILCOs response to IIEC's First Set of Data Requests, Question No. 2, 

customers in this category would see an increase of approximately 80% in charges 

for distribution delivery service under the rates proposed by CILCO. 

These customers also take sehrice at the subtransmission voltage level under 

current Rates 21 and 32. These customers would be served under the Rate N5, 

Subtransmission, under CILCO's proposed tariffs. According to CILCO's response to 

Question No. 2 of IIEC's First Set of Data Requests, Rate 21 Subtransmission level 

service customers would, on average, experience an increase of over 30% under 

CILCOs tariffs, while Rate 32 customers would receive a decrease. 

BRUBAKER 85 h S Q C l A T E S ,  INC. 
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1 

2 

3 

IlEC member companies also have a number of accounts served at the 

primary service voltage level under Rate 21 in the current tariffs, and would be served 

on Rate N4 under CILCO's proposed tariffs. 

4 Q  

5 A  

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

WHAT IS THE SUBJECT MATTER OF YOUR TESTIMONY? 

I will address the allocation of various claimed revenue requirement components 

among the distribution service classes. My colleague, Mr. Alan Chalfant, will address 

several revenue requirement-related issues, including the allocation/assignment of 

General Plant investment and Administrative and General expenses. 

I will first discuss the allocation of selected revenue requirement items among 

customer classes and, using CILCO's class cost of servicehate design model, will 

determine the impact of the adjustments to the allocations that I propose be made. 

Thereafter (after ClLCO provides data responses and workpapers sufficient 

for Mr. Chalfant to complete his studies), I will provide additional model runs that 

incorporate Mr. Chalfant's adjustments to revenue requirement-related items, along 

with my suggested changes in allocation methodology. 

On November 30, Mr. Chalfant will file his direct testimony and I will file 

supplemental direct testimony. 

18 Q PLEASE SUMMARIZE YOUR FINDINGS AND RECOMMENDATIONS. 

19 A 

20 
21 

22 
23 

My findings and recommendations may be summarized as follows: 

1. ClLCO has allocated costs associated with Account 908, Customer Assistance, 
using a 50% weighting of kWh requirements and number of customers. 

2. CILCOs allocation of Account 908 costs disproportionately burdens large energy 
users because these costs are not a function of energy consumption. 

BR~BAKER & hSG€lATES,  INC. 
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18 

19 

20 

21 

22 

23 

24 

3. A more appropriate allocation of these costs would be to use the same allocator 
that ClLCO uses for Account 902, Meter Reading. 

4. ClLCO allocates costs associated with Black Start service using class kWh 
requirements. 

5. Black Start service is essentially a reliability-related function, and not an energy 
function. 

6. Costs associated with Black Start service should be allocated based on class 
demands, and not on the basis of class kWh requirements. 

Customer Assistance and Related Expenses 

Q 

A 

Q 

A 

Q 

A 

HAVE YOU REVIEWED HOW ClLCO HAS ALLOCATED COSTS ASSOCIATED 

WITH ACCOUNT 908 -CUSTOMER ASSISTANCE? 

YeS. 

WHAT KINDS OF EXPENSES ARE SUPPOSED TO BE INCLUDED IN ACCOUNT 

9087 

Account 908 basically is for major casts associated with helping customers to 

understand their cho)ces in the use of electricity, and figuring out how to use 

electricity more efficiently. Schedule 1 of IlEC Exhibit 2 is a replication of the Account 

908 instructions from the FERC Uniform System of Accounts, as published in the 

Code of Federal Regulations. 

WHAT AMOUNT OF DOLLARS IS AT ISSUE IN THIS ALLOCATION? 

A significant amount of money is at stake. In calendar year 2000, ClLCO recorded 

$872,775 to Account 908, as shown in its Annual Report, and in Company WP Clb.  

As shown in Company WP C2.la, page 3, a pro forma adjustment of $500,000 is 

proposed. This brings the Account total to $1,372,775. This pro forma adjustment is 

BRUBAKER & A~SXIATES, INC 
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12 
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18 

19 

20 

21 

22 

Q 

A 

Q 

A 

Q 

A 

intended to cover the cost of a new group that is intended to serve as the liaison 

between CILCO's transmission and distribution services personnel and third-party 

suppliers, or Retail Electric Suppliers (RES). 

ARE THERE ADDITIONAL COSTS THAT ARE ASSOCIATED WITH THIS 

CUSTOMER ASSISTANCE ACCOUNT? 

Yes. In the class cost of service study, ClLCO adds amounts related to depreciation 

of investment, other taxes, income taxes and over $600,000 of Administrative and 

General expense loading. The total amount that ultimately is in this function, 

according to CILCO's class cost of service study, is$+l+!329. 
-fl 

311' 793 

HOW DOES ClLCO ALLOCATE THIS COST ACROSS CUSTOMER CLASSES? 

ClLCO uses an allocation factor that is weighted 50% on the basis of total energy 

(kWh) requirements, and 50% based on the number of customers. 

IS THIS A REASONABLE BASIS FOR THE ALLOCATION OF THESE COSTS? 

No. The number of kWh of energy required has little or nothing to do with the need 

for these services. In fact, the large customers are the least likely to require these 

services, and the least likely to benefit from them. Large customers are the most 

likely to be sophisticated about their energy options and the need for services, and 

should require minimal assistance from CILCO. 

The 50% energy/50% customer allocation factor employed by ClLCO 
,,8 37>713Y E 7,lL5,75'3 

allocates out of the total of $2+W329 , to Rate 23 customers, or 11.88% of 

total expenses. Yet, these customers represent only 4 out of a total of approximately 

202,000 customers, or only about 0.0020% of the total customer count. The fact that 

BRUBAKER &ASSOCIATES, INC. 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

Q 

A 

Q 

A 

Q 

A 

these customers constitute such a large percentage of total kWh requirements 

causes them, under CILCOs allocation, to be allocated about 6,000 times as much 

cost as they would be allocated if costs were allocated strictly on the basis of number 

of customers. 

DOES ClLCO PROVIDE ANY RATIONALE FOR ITS ALLOCATION METHOD? 

No, ClLCO does not provide any discussion or supporting rationale for its selected 

allocation of Account 908 costs. 

WOULD AN ALLOCATION STRICTLY ON THE BASIS OF NUMBER OF 

CUSTOMERS BE APPROPRIATE? 

No, probably not. An allocation that recognizes the greater complexity of industrial 

transactions would be appropriate. Among the allocation factors employed by ClLCO 

in its cost of service study, I believe the factor employed for allocation of Account 902 

(Meter Reading) costs would be appropriate, as it recognizes the additional 

complexity associated with service to the larger customers (Rate 23 as well as large 

customers in other accounts) as compared to an individual residential customer. The 

Account 902 allocation factor attributes approximately 0.14% of costs to Rate 23 

customers, and should be used instead of CILCOs proposed allocation. 

ARE YOU FAMILIAR WITH HOW ILLINOIS POWER COMPANY (IP) AND 

COMMONWEALTH EDISON COMPANY (EDISON) ALLOCATE COSTS IN 

ACCOUNT 9087 

Yes. I have reviewed the allocation of these costs in the currently pending delivety 

service rate cases of both IP and Edison. 

BRUBAKER & ASSOCIATES, Irrc. 
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3 

4 

5 

6 

In Docket No. 01-0432, IP allocates costs in Account 908 using a factor that 

closely parallels an allocation based strictly on the number of customers. In its 

currently pending delivery service rate case, Docket No. 01-0423, Edison allocates 

costs in Account 908 using an allocation factor based on the number of customers. 

These allocations correspond much more closely to what I have recommended than 

to what ClLCO has included in its cost of service study. 

7 

8 Q  

9 SERVICE? 

Allocation of Cost of Black Start Service 

HOW HAS ClLCO PROPOSED TO ALLOCATE THE COST OF BLACK START 

10 A 

11 requirements as the basis. 

ClLCO proposes to allocate these costs to customer classes using class kWh 

12 Q 

13 A 

14 

15 

16 

17 

18 

19 

DO YOU AGREE WITH THIS ALLOCATION METHODOLOGY? 

No. Black Start service is a reliability-related function, not an energy-related function. 

It represents the cost of certain combustion turbine units that ClLCO has refurbished. 

The intended purpose of these units is to provide a means of restarting the utility 

system in the event of a widespread loss of generation. Costs are essentially fixed in 

nature, and are obviously reliability related. Accordingly, it would be more 

appropriate to allocate these costs using customer class demands, rather than class 

kWh sales. 

BRUBAKER &ASSOCIATES, hac. 
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1 Q  HAVE YOU DEVELOPED AN ALLOCATION METHOD FOR BLACK START 

2 SERVICE? 

3 A Yes. Schedule 2 of IlEC Exhibit 2 shows the development of this factor. It is based 

4 on class demands at generation taken from ClLCO Exhibit 4.2. 

5 Q  HAVE YOU PREPARED AN ANALYSIS TO SHOW THE IMPACT OF THESE 

6 ALTERNATNE ALLOCATIONS ON EACH CUSTOMER CLASS AND ON RATE 

7 DESIGN? 

8 A  Yes. I ran CILCOs class cost of servicehate design model to make this 

9 determination. Schedule 3 of IlEC Exhibit 2 is a summary of the results of the 

10 

11 

12 

13 

Company's class cost of service study, which shows the result of the alternative 

allocations of Account 908 and Black Start costs. Schedule 4 is a copy of the rate 

design section of the Company's class cost of service model, which flows through the 

change in revenue requirement to rate design. 

14 Other Allocations 

15 Q 

16 

17 A Not at this time. However, extensive workpapers were received from ClLCO late in 

18 the day on Wednesday, November 21, 2001, just prior to the commencement of the 

19 Thanksgiving holiday weekend. At this point in time, these workpapers are still being 

20 reviewed. Further review of these workpapers may produce additional comments, or 

21 suggest the need for adjustment of other aspects of the class cost of service study. 

22 Accordingly, I reserve the right to submit additional testimony addressing these 

DO YOU HAVE COMMENTS WITH RESPECT TO ANY OTHER ALLOCATIONS 

OR ASSIGNMENTS IN THE COST OF SERVICE STUDY? 

BRWAKER & ASSOCIATES, !NC 
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1 

2 revenue requirement-related issues. 

issues, as well as to incorporate the results of Mr. Chalfant's analysis concerning 

3 Q DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

4 A  Yes. at this time. 

BRUBAKER & ASSOCIATES, INc. 
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14 

15 

16 

17 

18 

19 

20 

21 

Q 

A 

Q 

A 

Q 

A 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Maurice Brubaker. My business mailing address is P. 0. Box 412000, 1215 Fern 

Ridge Parkway, Suite 208, St. Louis, Missouri 63141-2000. 

PLEASE STATE YOUR OCCUPATION. 

I am a consultant in the field of public utility regulation and President of the firm of 

Brubaker & Associates, Inc., energy, economic and regulatory consultants. 

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND EXPERI- 

ENCE. 

I was graduated from the University of Missouri in 1965, with a Bachelor's Degree in 

Electrical Engineering. Subsequent to graduation I was employed by the Utilities 

Section of the Engineering and Technology Division of Esso Research and 

Engineering Corporation of Morristown, New Jersey, a subsidiary of Standard Oil of 

New Jersey. 

In the Fall of 1965, I enrolled in the Graduate School of Business at 

Washington University in St. Louis, Missouri. I was graduated in June of 1967 with 

the Degree of Master of Business Administration. My major field was finance. 

From March of 1966 until March of 1970, I was employed by Emerson Electric 

Company in St. Louis. During this time I pursued the Degree of Master of Science in 

Engineering at Washington University, which I received in June, 1970. 

In March of 1970, I joined the firm of Drazen Associates, Inc., of St. Louis, 

Missouri. Since that time I have been engaged in the preparation of numerous 

BRLBAKER & ASSOCIATES, INC, 
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18 
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25 

studies relating to electric, gas, telephone and water utilities. These studies have 

included analyses of the cost to serve various types of customers, the design of rates 

for utility services, cost forecasts, cogeneration rates and determinations of rate base 

and operating income. 

I have testified before the Federal Energy Regulatory Commission (FERC), 

various courts and legislatures, and the state regulatory commissions of Alabama, 

Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia, 

Guam, Hawaii, Illinois, Indiana, Iowa, Kentucky, Louisiana, Michigan, Missouri, New 

Jersey, New Mexico, New York, North Carolina, Ohio, Pennsylvania, Rhode Island, 

South Carolina, South Dakota, Texas, Utah, Virginia, West Virginia, Wisconsin and 

Wyoming. 

The firm of Drazen-Brubaker & Associates, Inc. was incorporated in 1972 and 

assumed the utility rate and economic consulting activities of Drazen Associates, Inc., 

founded in 1937. In April, 1995 the firm of Brubaker & Associates, Inc. was formed. 

It includes most of the former DBA principals and staff. Our staff includes consultants 

with backgrounds in accounting, engineering, economics, mathematics, computer 

science and business. 

We have prepared many studies relating to electric, steam, gas and water 

properties, including cast of service studies in connection with rate cases and 

negotiation of contracts for substantial quantities of gas and electricity for industrial 

use. In these cases, it was necessary to analyze property records, depreciation 

accrual rates and resewes, rate base determinations, operating revenues, operating 

expenses, cost of capital and all other elements relating to cost of setvice. 

During the past five years, Brubaker & Associates, Inc. and its predecessor 

firm has participated in over 500 major utility rate cases and statewide generic investi- 
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gations before utility regulatory commissions in 40 states, involving electric, gas, 

water, and steam rates. Rate cases in which the firm has been involved have 

included more than 80 of the 100 largest electric utilities and over 30 gas distribution 

companies and pipelines. 

In addition to our main office in St. Louis, the firm also has branch offices in 

Kerwille, Texas; Plano, Texas; Denver, Colorado; Asheville, NC; and Chicago, 

Illinois. 
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Description for Account 908 

908 Customer assistance expenses (Major only). 

This account shall include the cost of labor, materials used and expenses incurred in 
providing instructions or assistance to customers, the object of which is to encourage safe, 
efficient and economical use of the utility's service. 

ITEMS 

Labor: 
1. Direct supervision of departments. 
2. Processing customer inquiries relating to the proper use of electric equipment, the 

replacement of such equipment and information related to such equipment. 
3. Advice directed to customers as to how they may achieve the most efficient and safest 

use of electric equipment. 
4. Demonstrations, exhibits, lectures, and other programs designed to instruct customers in 

the safe, ecmomical or efficient use of electric service, and/or oriented toward conservation of 
energy. 

5. Engineering and technical advice to customers, the object of which is to promote safe, 
efficient and economical use of the utility's service. 

Materials and Expenses: 
6. Supplies and expenses pertaining to demonstrations, exhibits, lectures, and other 

programs. 
7. Loss in value on equipment and appliances used for customer assistance programs. 
8. Office supplies and expenses. 
9. Transportation, meals, and incidental expenses. 

Note.-Do not include in this account expenses that are provided for elsewhere, such as 
accounts 416, Costs and Expenses of Merchandising, Jobbing and Contract Work, 587, 
Customer Installations Expenses, and 912, Demonstrating and Selling Expenses. 
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CENTRAL ILLINOIS LIGHT COMPANY 

N0n-C-v Rate Class 

Cost of Service Rate C lasses  

Residential - Rate I 
Large Residential - Rate 2 

Outdoor Lighting -'Rate 7 
Water Heating - Rate 15 
Street Lighting - Rate 29 

General Service - Rate 13: 
Secondary Service 
Primary Service 

Total General Service 

Intermediate Service - Rate 21: 
Secondary Service 
Primary Service 
Subtransmission Service 

Total Intermediate Service 

Limited Off Peak - Rate 22 
Large Power - Rate 23 
Contract - Subtransm - Rate 32 
Contract - Riverton - Rate 470 
Contract - Combelt - Rate 489 

Total 

NCP at 
Generation 
MW 

(1) 

545,541 
4,088 

4,135 
3 

5,754 

301,052 
267,807 
568,859 

8,607 
87,162 
71,634 

167,403 

2,498 
253,933 

8,965 
6,406 
5,732 

IlEC Exhibit 2 
Schedule 2 

l2elGmt 
(2) 

34.67% 
0.26% 

0.26% 
0.00% 
0.37% 

19.13% 
lz.!z24 
36.16% 

0.55% 
5.54% 
435% 

10.64% 

0.16% 
16.14% 
0.57% 
0.41% 
0.36% 

1,573,317 100.00% 
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